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SWITZERLAND - KEY ECONOMIC INDICATORS 


Values in Millions of Swiss Francs represent period averages. 


Average Exchange Rate: US $1 : 1977 = 2.40; 1978 = 1.79; 1979 = 1.72/ 


ITEM 
INCOME, PRODUCTION, EMPLOYMENT 1977 1978 


GNP at Current Prices 151,740 157,890 4.1 162,310 
GNP at Constant (1970) Prices 99,780 100,940 1.2 101,665 
Per Capita GNP, Current Prices (units) 24,357 25,102 3.0 — 25,560 
2.9 
2.8 


“Change 19798/ 


Plant & Equipment Investment 30,860 31,100 31,753 
Private Consumption Goods & Services 92,480 95,075 97,920 
Indices: 
Industrial Production (1963=100) 147 148. 150.7 
Avg Labor Productivity (1974=100) a7; 108. ‘ 109.7 
Avg Wage Skilled Worker (1949=100) 490 504 : 516 
Labor Force (millions) 2.64 2. , 2.68 
Avg unemployed (units) 12,020 10,400 ; 15,000 


MONEY & PRICES 
Money Supply (M1) 49 5832 57,864 ? 60,757 
Interest Rates (%) 
Central Bank Discount3/ 1.50 2. 
Government Bond Yield 4.05 Bi 
Indices: 
Wholesale Prices (1963=100) 147.9 142.9 
Retail Sales (1974=100) 103.3 
Consumer Prices (Sept 1977=100) 99.8 


BALANCE OF PAYMENTS & TRADE 

Gold & Foreign Exchange Reserves 32,418 40,885 
Balance of Payments (Current Account) 8,800 9,200 
Trade Balance -867 .6 -519 
Exports, FOB 42,159 41,780 


US Share 
Imports, CIF 
US Share 


2,768 
43,026 
2,888 


2,974 
42,299 
3,170 


MAIN INDUSTRIAL IMPORTS FROM US (1978) 

Commodity: Metric Tons Million 
Aircraft & Aircraft Parts 999 741. 
Industrial Machinery 9,085 32h. 
EDP Systems & Business Machines 1,486 192. 
Precious and Semi-Precious Stones, 

Jewelery, Platinum, Silver 56 191. 
Power & Communications Eqpt. 2,886 190. 
Organic Chemicals 35,149 173; 
Motor Vehicles & Parts 14,657 138. 
Films & Photographic Paper 2,900 69. 
Musical Instruments 763 32. 
Medical Instruments & Equipment eke ai. 


Estimate 


Forecast 1979 SOURCE: La Vie Economique, Swiss National Bank 


Year End Monthly Bulletin, Government of Switzerland 
Net change 
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SUMMARY: The good economic performance in 1977 continued 
through the first half of 1978, then the Swiss economy slowed 
under the impact of a sharp rise in the value of the franc 

and the resultant depressing effect on exports. The average 
1978 Swiss franc exchange rate on a trade weightened basis 

rose 25.7 percent over the 1977 rate. Increased lower priced 
imports competed with domestic production. Investment stag- 
nated and domestic demand remained weak. An inflation rate 

of 1 percent was the lowest of any industrialized country. 

GNP for the year grew in real terms by 1.2 percent to 157.9 billion 
francs($ 88.2 billion), compared to 2.7 percent growth in 1977. 


The policies of the Federal government and National Bank are 
aimed at maintaining a low inflation rate, full employment 
and manageable growth. In part because of the inflation 
risk created by the 16.1 percent average increase in the money 
supply in 1978, the government is reluctant to provide a 
fiscal stimulus to the economy. However, local tax re- 
ductions and real wage increases could help stimulate pri- 
vate consumption which is already showing signs of improve- 
ment. The relatively low inflation and interest rates pro- 
vide the conditions for faster recovery if foreign and do- 
mestic demand improve. 


Substantial improvement in the Swiss economy is expected 
when foreign demand for Swiss products generates suffi- 
cient confidence to stimulate increased domestic invest- 
ment and demand. Measures taken since October 1978 to 
bring order to the foreign exchange markets have helped 

the Swiss economy by stabilizing the franc vis-a-vis the 
dollar, the German Mark and the currencies of Switzerland's 
other important trading partners. Assuming continued 
stability in the foreign exchange markets and improved 
economic growth forecasts for Switzerland's trading part- 
ners, GNP real growth could exceed 1.5 percent in 1979; in- 
flation my exceed 3.5 percent. 


Current Economic Situation and Trends 


The Swiss economy experienced modest growth in 1977 and 
through the first half of 1978. Healthy exports, im- 

proved private consumption and fixed capital investment 
stimulated the upturn. However, the abrupt appreciation 

of the Swiss franc at mid-1978 had a depressing effect 

on exports and contributed to an overall economic slow- 

down. The Gross National Product grew in real terms only 

1.2 percent in 1978. As in 1977, consumer prices rose only 

l percent. The average unemployment rate remained below one- 
half of 1 percent of the workforce, though the rate increased 
slightly in December. After a sharp deterioration in 
business outlook in the second half of 1978, the situation 

has improved in most sectors due to renewed confidence 
inspired by exchange market stability. Official fore- 

casts are for real GNP growth of about 1.5 percent in 1979 
with 3.5 percent inflation. 
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Generalizations on the current situation must be cautious 
because business conditions vary according to individual 
companies within industrial branches. A large build-up 

in inventories of finished products and raw materials in 

1978 may have a dampening effect on demand in 1979. At 

the end of 1978, the 200 largest industrial firms reported 
that new orders were down 3.5 percent from the previous year; 
foreign orders were off 10 percent. 


The important watch industry as a whole remains in diffi- 
culty, but individual firms are prospering. The volume 

of watch exports declined in 1978 though the value of 

watch exports rose 2 percent. Exports of higher priced elec- 
tronic timepieces continued to show a strong increase; 
exports of jeweled lever watches and movements increased 

only marginally; and sales of cheaper pin-lever watches 
dropped 15 percent. Overall textile exports dropped 4 percent, 
though some smaller firms reported good export perfor- 

mance despite the appreciated franc. The textile industry 
has been facing stiff competition from cheaper imports 

from Third World and European countries. 


In the key machine tool and non-electrical equipment bran- 

ches, traditional high quality and advanced technology com- 
bined with lower costs for imported raw materials and export 
price reductions to help machine exports rise 2 percent in 1978. 
Though year end new orders were up slightly from 1977, ex- 
ports, notably of textile machines, have declined during 


the first quarter of 1979. Machine exports are expected 

to improve later this year as orders are filled. Steel and 
rolling mill orders fell as much as 45 percent in 1978. How- 
ever, the strength showed by aluminium exports should con- 
tinue through 1979. 


Chemical exports increased 2 percent in 1978 due to a 30 
percent rise in pharmaceutical exports. However, earnings were 
soft because of price reductions. Chemical dyestuffs exports, 
20 percent of chemical production, declined both by value and 
volume. Overall chemical exports have shown continued modest 
improvement during the first quarter of 1979. 


Industry as a whole is believed to be operating at about 

80 percent of capacity. Industrial production rose only 

1 percent in 1979. An increase in capacity utilization could 
occur in 1979 if stability of the exchange markets continues 
and world trade expands. Most economists emphasize that 
excess capacity is largely unusable in those sectors. which 
have been forced to restructure by the appreciated Swiss 
franc exchange rate. Many manufacturers are making 
structural adjustments in their activities, with production 
concentrated in competitive areas. A number of firms have reduced 
costs and employees by importing semi-finished products 

for final processing and re-export. An expected conti- 

nuing reduction of value-added domestically may have a 
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negative long-term effect on employment, 


Fixed capital investment rose 1.5 percent in 1977 and 2.7 
percent in 1978. Investment in new machinery and equipment 
which is estimated to have risen 6 percent in 1978, provided 
most of the impetus. Productive capacity, however, may 
not have increased because of the continuing restructur- 
ing and rationalization in most industrial branches. 


Outlays for construction rose slightly in real terms 
during 1978; a decline of 8 percent in public building was 
offset by 12 percent increase in private and industrial con- 
struction. Residential construction increased 10 percent 
in both 1977 and 1978 following several years of stag- 
nation. Delayed demand, an improved business outlook, 

and low interest rates have stimulated additional con- 
struction expansion in early 1979. Increased demand 

is likely throughout the current year, based on a size- 
able growth in credit extension for both industrial and 
housing construction. 


The rise of the Swiss franc exchange rate contributed 

to a 4.5 percent decline in the number of foreign tourists 
to Switzerland in 1978, though hotel prices in francs 

have remained virtually unchanged since 1974. A further 
decline in tourism can be expected in 1979. 


The Labor Market 


The average unemployment rate in 1978 was 0.4 percent despite 
a seasonal rise to 0.7 percent at year end. Strike activity 
remained modest. The biggest strike involved the 600 wor- 
kers protesting the closure of the Firestone tire plant. 
Unemployment rose mostly in those industries which are par- 
ticularly affected by restructuring or which face strong 
foreign competition, i.e. textiles, footwear, chemicals, 

and watchmaking. There were also reductions in the number 
of jobs for metal and machine workers. However, overall 
employment rose 1 percent due to increased construction work 
and continued expansion in banking and insurance. The 
number of unfilled jobs rose nearly 20 percent compared with 
1977, and many firms reported recruitment difficulties. 


The improvement in the labor market has not had a signi- 
ficant impact on wage rates despite the decline in the 
number of workers partially employed. Nominal wage rates 
rose an average of 3 percent; real earnings increased 2 
percent. Per capita productivity increased only 0.8 per- 
cent in 1978 and may not make large gains in the future 
until the process of restructuring is more nearly complete. 


For the first time since 1975,the number of foreign 
workers (21 percent of the labor force) increased, by 

2 percent to 663,000 at year end; the number of foreign 
workers is still 240,000 below the peak year 1973. 





However, government policy is to limit further large 
increases in the number of foreign workers above current 
levels. The current provision of a category for foreign 
specialists and technicians is among the factors which 
have eased the problem of American companies in obtaining 
work permits for non-Swiss personnel. Permits are being 
issued more quickly, and no serious difficulties have 
been evident during the past few years. The Government's 
draft law on foreigners for the 1980's could eliminate 
the category of work permits for a year stay but retain 
the category of seasonal worker for 9 months. 


Foreign Trade & Balance of Payments 


The exchange rate of the Swiss franc plays a key role in 
the competitiveness of Swiss export products. Most eco- 
nomists believe that Swiss exporters can adjust to the 
shift in value of the Swiss franc so long as foreign ex- 
change markets operate in an orderly fashion and exchange 
rates reflect economic fundamentals. Half of Swiss im- 
ports consist of raw material and semi-finished products 
imported for manufacture or finishing and re-export. While 
pricing of Swiss exports in general reflects the value 
added in Switzerland, the negative impact on Swiss exports 
from an appreciation of the Swiss franc has tended to be 
offset by an ability and willingness on the part of Swiss 
exporters to reduce this prices. To the extent the franc 
remains relatively stable on exchange markets in 1979, raw 
material and energy import cost increases may cause a widening 
of the trade deficit and put upward pressure on domestic 
prices. 


Exports grew 4.9 percent in real terms during 1978 compared 
to 11.8 percent in 1977. Export prices fell an average 3.8 
percent. Capital goods exports rose in 1978, but performance 
of consumer goods varied considerably according to pro- 
duct line. The exports which experienced the most diffi- 
culty in 1978 were in the traditional key export lines of 
machinery, watches, optical instruments, and textiles. 
However, recent years have seen improved exports of fur- 
niture, knitwear, and precision tools. Swiss exports 
benefitted from a reduction to zero on July 1, 1977 of 
tariffs on industrial products manufactured in countries 
having a trade agreement with the European Common Market. 
In addition, Switzerland is making an intense export 
promotion effort directed at new markets in Africa, Asia 
and especially OPEC countries. 


The value of exports in 1978 rose only 1.1 percent while 

the value of imports in Swiss francs declined 1.5 percent 
due to the Swiss franc appreciation against other currencies. 
However, capital goods imports were up 20 percent in real 
terms over 1977. Average imports in 1978 increased nearly 

10 percent in real terms, about the same as in 1977. 
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The current account registered another large surplus in 
1978, an estimated 8 billion francs (5.14 billion dollars) 
against 8.3 billion francs in 1977: In relation to GNP 
(5.8 percent), the large surplus on invisible transfers in 1978 
was primarily the result of increased returns on foreign 
investments; remittances of foreign workers probably re- 
mained stable, while earnings from tourism decreased. 

The Swiss trade deficit in 1978 was lower than has tra- 
ditionally been the case and this helped expand the current 
account last year. The trade balance is relatively less 
rigid than the other components in the current account and 
is forecast to widen to 1.5 billion francs in 1979. The 
current account surplus this year may again be above 8 
billion francs (4.6 billion dollars). 


Government & National Bank Economic Policies 


The government's policy is to maintain conditions con- 
ducive for long-term non-inflationary growth. In Feb- 
ruary 1978 Swiss voters approved a constituional amend- 
ment providing the government with greater economic powers 
in monetary policy, public finances and external economic 
relations. The government may apply counter-cyclical 
policy by adjusting tax rates and requiring companies 

to set up emergency financial reserves. Parliament has 
empowered the government to lower the withholding tax 

from 35 percent to 30 percent in 1979, but it has also 
urged the government to draft a plan to balance the budget 
by 1981. Parliament passed a law to revamp the direct 
income tax and to introduce a value added tax (VAT) 

in 1980. The government poposed to introduce the VAT 

at a 7 percent rate, with lower rates applying to food 

(2 percent) and to the hotel/restaurant trade (4 percent). 
However, the entire fiscal reform package was re- 

jected by voters in a national referendum on May 20, 

1979. Swiss voters had rejected a 10 percent VAT in 

a 1977 referendum. Another tax reform effort is 

expected by 1982. 


In early 1979, a program of federal financial assis- 

tance was introduced to facilitate the adjustment of 
economically depressed (i.e. watchmaking) regions. This 
program consists of tax relief and low interest loans 

to stimulate various diversification projects. Parlia- 
ment has also adopted a series of measures to promote 
technological development and training in the electronics 
field with the emphasis on assisting smaller firms. In 
the hotel industry, preferential loans are available for 
modernization and new construction. To help sectors with 
particularly acute problems, such as the textile industry, 
the government has made special purchases. The Parliament 
also approved some additional funding for export and tourist 
promotional programs. On the whole, the redeployment and 
restructuring measures are primarily initiatives proposed 
and partially financed by the private sector with govern- 
ment support. 
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Government policy aims at holding down inflation (1 percent 
in 1978) by limiting growth in federal expenditures while 
increasing revenues to eventually balance the budget. Con- 
federation, cantonal, and communal expenditures in 1978 

rose 4.5 percent to 43.3 billion francs while revenues grew 2.3 
percent to 40.9 billion francs; the federal budget accounted 
for 750 million francs of the deficit. A comparable deficit 
is forecasted for 1979. The 1978 deficit would have been 
larger had not various federally-supported cantonal and 
communal projects been abandoned by the local authorities. 
Most communities substantially reduced taxes beginning in 
1979 and by 1980 nearly all will have reductions in effect. 
Nevertheless, fiscal policy remains restrictive; in a 

series of national referendums in recent years, the Swiss 
voters have indicated they do not want the authorities 

to engage in large scale deficit spending to induce faster 
growth. 


To help curb further appreciation of the franc, parti- 
cularly against the German Mark, the Swiss National Bank 

has followed a policy of active intervention on the 

foreign exchange market. This policy necessitated sizable 
exchange market intervention in 1978 which forced abandon- 
ment of the previously announced target of 5 percent growth 
of domestic money supply (Ml). Despite a significant 
increase in domestic liquidity and accompanying low interest 
rates, the National Bank discounts the possibility of renewed 
inflationary pressures while domestic demand remains weak. 
Net National Bank interventions came to $ 5.8 billion in 
1978. Ml rose by an average 16.2 percent (5.6 percent in 1978). 
The decline in the average dollar exchange rate from SF 

2.40 in 1977 to SF 1.79 in 1978 resulted in a loss of 

some $ 2.5 billion in the value of the National Bank's 
dollar holdings. In October the Bank set a floor ex- 

change rate of SF 0.80 against the German Mark to sta- 
bilize prices in francs for the most important export 
markets, which effectively aligns the franc with the 
European Monetary System. The Bank also inaugurated 

a new program in the foreign exchange area to assist 

export industries and hotels. The February 1978 ban 

on foreign investment in franc dominated securities 

was lifted in January 1979. 


On the capital market, the downward trend in interest rates 
continued in 1978 and seemed to bottom out in early 1979, 
The average yield on Confederation bonds remained at 3,02 
percent at the end of 1978, In January 1979, the U,S, 
Treasury borrowed SF 2 billion on the Swiss market for a 
term of 2 1/2 years at 2.35 percent and for 4 years at 
2.65 percent, This issue was part of the November 

1978 measures announced by the United States to help 
stabilize the dollar on foreign exchange markets. A 
slight upward trend in rates was discernable in the first 
quarter of 1979 due to heavy foreign borrowing in the 
Swiss market to take advantage of low rates and a re- 
duction in market liquidity. The temporary measures 
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of February 1978 aimed at discouraging demand in Swiss 
francs were lifted in January 1979. 


Implications for the United States 


The US share of Swiss imports increased from 6.7 percent in 

1977 to 7.2 percent in 1978 with large gains in aircraft, 
aircraft parts and motor vehicles. In Swiss franc terms, 

U.S. exports increased 9.8 percent to 3.17 billion francs; in 
dollars, U.S. exports to Switzerland rose over 40 percent to 

1.77 billion dollars. Swiss exports to the United States rose by 
7.5 percent to 2.97 billion francs. In the first 4 months of 
1979, U.S. exports to Switzerland valued in francs were up 1 
percent over 1978, while Swiss exports to the United States 
declined 6 percent in the same period. 


The substantial appreciation of the Swiss franc relative 
to the US dollar in 1978 has placed many US products in 

a competitive position which will enable US producers to 
make inroads in areas where sales were previously limited 
due to established marketing patterns which favored other 
sources. Suppliers of American consumer goods are parti- 
cularly urged to give special attention to the Swiss 
market. 


Tourist and business travel to the US has become in- 
creasingly reasonable in cost to the Swiss; and American 
hotel and travel institutions would do well to direct 
increased publicity to the Swiss market. 


Other product areas which are considered opportune for 
American suppliers are: computer and peripheral equip- 
ment, microprocessors, laboratory and scientific instru- 
ment, process controls, biomedical equipment, pollution 
commercial security equipment. 


The Swiss market is competitive and demanding. The 
successful American exporters are those who are careful 
in establishing agent/distributor relationships and who 
provide for technical support, marketing assistance, and 
prompt after-sales service. 


A liberal government policy toward private foreign in- 
vestment is a tradition in Switzerland. Swiss industry 

is increasingly interested in licensing and joint-venture 
arrangements with US firms in sectors using advanced tech- 
nology. 


% U. S, GOVERNMENT PRINTING OFFICE: 1979--281-058/137 
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When you buy your copy of the U.S. INDUSTRIAL OUTLOOK—1979. This annual 
best-seller brings you: 


Industry rankings by growth products 
Data on industry shipments in constant 
dollars—1972-76 

Average hourly earnings data by industry 
Price index data and percentage change 


Value added data 
Number of companies and establishments 


One-to-five-year real growth records for 
inter-industry comparisons 


Also included are trade and capital investment data, references for additional data, 
and a list of sources of other Federal statistics. 


The annual addition of this valuable business tool is only $6.75. 572 pp. 
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